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POLITICAL SCIENCE 
QUARTERLY. 



THE SUGAR SITUATION IN AUSTRIA. 

OF the recent events in the history of industrial combinations, 
the Austrian Sugar Contingent Law of January 31, 1903, 
and the bill introduced by the government shortly after for the 
prohibition of sugar-beet rayons, are especially noteworthy. The 
former is a law assigning to the various refineries, as united in 
cartels, fixed contingents or quotas of the total production of 
sugar in Austria ; the latter is a project designed to prevent the 
sugar manufacturers from dividing the field in the purchase of 
beets, and thus exploiting at will the beet growers. In order 
to understand the present legislation and policy in Austria in re- 
gard to the sugar industry, it is necessary to make a brief his- 
torical survey of the situation. 

I. The Sugar Industry and the Cartel. 

The sugar industry in Austria, as in all European states, is 
of modern growth. Formerly sugar was a "colonial ware," but 
its high cost, especially during the Continental Blockade, pro- 
moted the efforts to develop a substitute for the sugar-cane which 
might be cultivated in Europe. The discovery of an economical 
method of getting sugar from beets was due to a German (in 
the eighteenth century), but the early development of the indus- 
try was left to the French. Even in the middle of the nineteenth 
century cane-sugar played a predominant role in the European 
markets. In Austria in 1850, over two-thirds of the sugar con- 
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sumed was of colonial origin. 1 From that time on, the cultiva- 
tion of sugar-beets made such rapid progress that in the sixties 
sugar became an Austrian export. 8 An indirect or consumption 
tax was first levied on the producers in 1849, but in the interest 
of the local industry a rebate or drawback was allowed for the 
quantity exported. This tax, originally based on the actual 
output, was changed in 1865 to a tax on estimated output calcu- 
lated on the assessed capacity of each plant. Producers naturally 
tried to improve their methods so as to get the greatest pos- 
sible output from their plants, and succeeded so far that in 1875-6, 
in spite of increased capacity assessments and tax demands on 
the part of the government, the amount they were required to 
pay in taxes was less than what they received as rebates for ex- 
ports. 3 The tax had become a bounty through technical prog- 
ress! It became necessary to alter the system, and in place of 
the plan of refunding taxes, a system of fixed bounties was adopted 
in 1888 with a fixed total amount. 4 

The industry had developed with great rapidity; from a pro- 
duction of 800,000 metercentners in 1860-1 to 6,530,000 meter- 
centners in 1884-5; from no export in 1860-1 to 3,590,187 
metercentners in 1884-5, an< ^ from a consumption of 820,000 
metercentners in 1860-1 to 2,260,000 metercentners in 1884-5. 6 
This had been accompanied by a development of large industry 
and great reductions in cost and price. Circumstances favored 
the development of the manufacture of refined sugar, as compared 
with the manufacture of raw sugar, and, consequently, through 
the rapid multiplication of refineries, the price of refined sugar 
was forced down to a low point, so that the difference between 

1 Cj. Grunzel, Ueber Kartelle, Leipzig, 1904, p. 275. 

s Denkschrift der Handels- und Gewerbekammer in Prag in Betreff der staat- 
lichen Regelung des Cartellwesens Prag, 1896, p. 80. 

3 This gives an illustration of the power of taxation to develop production, 
which in its historical significance may be put beside McCulloch's famous illus- 
tration drawn from the taxation of spirituous liquors in England. 

4 Grunzel, op. til., pp. 175-6, 279. Originally fixed at 5 million florins, it 
was frequently increased; in 1896 it was set at 9 million florins. Cj. Bruker, 
Zuckerausfuhrpramien und Briisseler Vertrag. Jahrb. f. National-Oekonomie 
und Slatislik. Ill Folge, 23 Bd. 1902, p. 468. 

6 Grunzel, op. tit., pp. 276-7. 
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raw and refined which in 1884 was 12 florins per metercentner, 
sank in 1891 to 5.50 florins, and the weaker refineries found 
themselves in a difficult financial situation. 1 These difficulties 
were aggravated by the erection of large new plants in Hun- 
gary. 2 

The consequence was the formation of a cartel by the refiners 
which was signed on July 8, 1891. 8 Cartels were already popular 
in Austrian industrial circles, where, in spite of considerable 
accumulation of capital, there seems to exist a certain timidity in 
business and a desire for a safer, if more moderate, profit. Hence 
the strong are almost always ready to make alliances with their 
weaker competitors. The principal feature of the cartel was the 
limitation of production for the home market — for the year 
1891-2 it was set at 2,300,000 mtc, of which Bohemia was 
allotted 900,000, Moravia, Lower Austria, Silesia and Galicia 
950,000, and Hungary 450,000. Within these provinces the fixed 
quantity was apportioned among the refineries, partly on the basis 
of the tax statistics of production. A central office was estab- 
lished to check the output and to impose conventional penalties 
for breaches of the agreement.* Its object, as the Prag Handels- 
kammer remarks, was "selbstverst'andlich," to raise prices, but it 
was not a "price cartel," i.e., the price of sugar was not to be 
fixed, but only the quantity that might be produced. 5 Practi- 
cally, nevertheless, prices seem to have been fixed more or less by 
oral agreements. 6 This cartel did not include the raw sugar 
manufacturers. The subsequent rise in the price of refined 
sugar, from which they got little or no advantage, afforded a 
constant temptation to the raw sugar manufacturers to engage 
in refining also. The margin between refined and raw sugar 
increased from 4.45 florins in October, 1891, to 10.05 florins in 



1 Grunzel, op. cit., pp. 279-80. 

2 Cf. 154 der Beilagen zu den stenogr. Protokollen des Abgeordnetenhauses. 
Session XV, 1898, p. 47. 

3 Grunzel, op. cit., p. 380. 

4 Grunzel, op. cit., pp. 280-1. 

5 Denkschrift der Handels und Gewerbekammer in Prag, etc. Cit. sup., p. 

8 Cf. 154 der Beilagen, Session XV, 1898 p. 47 
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January, 1894. The cartel, which had been formed at first for 
one year, but had been renewed, broke down in 1894 under the 
new competition called forth by its price policy. 1 
The price situation is shown by the following table 2 (florins). 



Season. 


Sugar Price. 


Beet-Growers . 


Raw 

Manufacturers. 


Refiners. 


Tax 


1889-90 


36-5° 


9-°3 


10.97 


5-5° 


II 


1890-91 


32.OO 


8.90 


650 


5-5° 


II 


1891-92 


32-5° 


7.98 


8.12 


5-5° 


II 


1892-93 


36.OO 


979 


7.21 


8.00 


II 


1893-94 


39.OO 


9.08 


9-97 


9.00 


II 


1894-95 


29.OO 


9.02 


3-48 


5-5° 


II 



The weakest point of the cartel had been the failure to come 
to an understanding with the raw sugar manufacturers, and an 
earnest effort was made by the refiners to establish peaceful 
relations by the offer of a part of the margin over a certain 
minimum (6 florins), together with some other conditions. This 
failed, and in October, 1895, a new cartel was formed, still in- 
dependently of the raw sugar producers. Renewed attempts were 
succeeded by a war in which the raw sugar manufacturers in- 
vaded the field of the refiners, but were defeated. In order to 
strengthen themselves, the former also established a cartel, called 
the Genossenschaft der osterreichisch-ungarischen Zuckerfabriken, 
which regulated the output of raw sugar. It was more difficult 
to cartel the raw sugar production, as this was more widely dis- 
tributed and the parties were more unequal. The combination 
was effected, it is claimed, at the expense of the small manu- 
facturers, who sought to secure their existence by the sacrifice of 
part of their beet-territory (rayon). 3 A more friendly relation with 
the Sugar Cartel was established, and soon resulted in the forma- 
tion of a common cartel (July 26, 1897) for five years. The 
principal features of the agreement are: the guarantee of a mini- 

1 Grunzel, op. tit., pp. 281-2. 

2 Grunzel, op. tit., p. 282. 

3 See Report of Hodek, in Dcnkschrift der Handels- und Gewerbekammer in 
Prag, etc., p. 96. 
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mum price to the raw sugar manufacturers of 15 florins; l the 
exclusion of the same from refining; the obligation of the raw 
sugar manufacturers to sell only to the refiners' cartel in the 
home market; the agreement of the refiners not to manufacture 
raw sugar, nor to buy raw sugar from outsiders. The executive 
power is given to a joint committee, and the cartel has the usual 
appurtenance of an arbitration court. For the refiners alone 
important changes were made in the cartel, notably the intro- 
duction of a monthly contingent and a price regulation. 2 

The cartels, and particularly the Sugar Cartel, had called forth 
loud complaints 3 in Austria, which is notoriously a country given 
to small industry and small shop-keeping — influences which are 
politically influential. The denunciation of the socialistic Rosen- 
berg, that the Sugar Cartel was "a registered robber band," 4 
found echoes even in conservative circles. Government suppres- 
sion or regulation was demanded, and, curiously enough, the 
cartels in general did not seem opposed to the latter, provided, 
of course, the regulation paid sufficient regard to their interests. 
The government had also another motive; it viewed the cartels, 
and particularly the Sugar Cartel, with considerable alarm, as it 
feared that an increase in the price of commodities subject to 
indirect taxation (especially sugar) would lead to a diminution of 
consumption, and hence of state revenue. The government also 
meditated increasing the sugar tax, which would be made difficult 
if the cartel at the same time increased prices. Moved by these 
reasons, the government brought in a bill for the regulation of 
cartels in certain fines — i.e., those pertaining to articles of con- 

1 Differences between 15 florins and the market price of raw sugar, unfavorable 
to the raw sugar manufacturers, are to be made good by the refiners, provided 
that no quotation will be taken below n florins; provided further, that the total 
bonification shall be limited to 10$ million florins. The payments are to be made 
to a committee, who are to divide the sum among the raw sugar manufacturers 
in such a way that those producing less than 35,000 mtc. shall receive a full bonus, 
and the others, eventually, a proportionally reduced one. Cf Grunzel, op. cit., 
p. 285. 

2 Grunzel, op. cit., pp. 282-6. 

* Cf, '-g; Adler in Schriften d. Verein fur Social Politik, Bd. 61, p. 198. For 
complaint of traders, cf. Verhandlung der Handels- und Gewerbekammer in 
Prag im Jahre 1897. Prag, 1898. 

* Zeitschrifl fur Stoats- und Volkswirtschajt, June 6, 1897. 
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sumption subjected to indirect taxation, such as sugar, spirits, 
beer, petroleum, salt, etc. 1 The government characterized the 
policy of the Sugar Cartel as follows: 

The new cartel proceeds, therefore, to an exploitation of the con- 
sumer limited only by the existing customs duty, without regard to 
the burdens of consumption in consequence of the taxation to which 
sugar is already subjected and the higher degree to which it ought to 
be subjected in the future. 2 

The bill failed, though twice reintroduced in modified form 
At this juncture the courts, in interpreting the existing law, 3 de- 
clared in several cases that cartel agreements were without legal 
effect. 

The Sugar Cartel stood firm in the face of adverse judicial 
decisions and attempted legislation, but a new danger soon men- 
aced it from another quarter — the International Sugar Conven- 
tion. Austria was not the only country which had a great sugar 
industry; Germany, France, and Russia, not to mention smaller 
states, were her competitors. In the rivalry for the export trade 
— particularly to England and the United States — government 
aid had been lavished on the producers until it had become an 
extravagant process of overbidding of bounties, which were some- 
times met abroad by retaliatory or countervailing duties (viz. 
in the United States, Australia, Canada, and India). The Brussels 
Conference was called to bring about a financial "disarmament." 
Its result was a treaty the essential features of which are that all 
export premiums, direct or indirect, are to be abolished, protec- 
tive duties on refined sugar are not, in effect, to exceed 6 francs 
per ioo kilograms, except for those countries which maintain 

1 154 der Beilagcn zu den stenogr. Protokollcn des Abgeordnetenhauses. 
XV Session, 1898. Regierungsvorlage. Gesetz vom . . . u'ber Cartelle in 
Beziehung auf Verbrauchsgegenstande, die einer mit der industriellen Production 
in enger Verbindung stebenden indirecten Abgabe unterliegen. See § 1 ; also 
Erlauternde Bemerkungen, pp. io-ii, 17-18. 

2 134 der Bcilagen, etc. Cit. sup., p. 50. 

3 Law, 7 April, 1870, which provides that agreements of tradespeople (Gewerbs- 
leuten) designed to raise the price of a commodity to the disadvantage of the pub- 
lic are without legal effect. Cf. Menzel, Die Kartelle und die Rechtsordnung 
(Leipzig, 1902), pp. 19-20. 
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bounties or premiums, imports from which shall be taxed in addi- 
tion a sum equal at least to such bounties or premiums, or may 
be prohibited. Austria and Hungary are considered as separate 
parties to the treaty (Art. 7); though the United Kingdom is a 
party, her colonies and dependencies are not, nor is Russia, nor 
the United States. The convention was to go into effect Septem- 
ber 1, 1903 (Art. 10). It is to last for five years and may be 
continued. 

II. The Sugar Contingent. 

The prospects of the sugar industry under the new interna- 
tional agreement were uncertain. The government was not only 
anxious to preserve the prosperity of an industry which was the 
basis for lucrative tax impositions — direct and indirect — and 
which furnished a large item to Austria's credit in international 
trade, 1 but it was undoubtedly not free from the powerful polit- 
ical influence which belongs, not unnaturally, to this great eco- 
nomic interest. The government, at any rate, determined to 
intervene, and adopted the familiar expedient of the cartels 
themselves, namely, a Contingentirung, or apportionment of the 
output to each part of the Empire and to each individual man- 
ufacturer. To understand the matter clearly, we must first re- 
view the pre-existing law. 

The law of June 20, 1888, as modified by imperial decree of 
July 17, 1899, had fixed the export bounty at 3 k. 20 h. for raw, 
and 4 k. 60 h. for refined sugar; it was provided further that, 
if the export bounty should exceed 18 million kronen, the excess 
should be repaid by the sugar manufacturers collectively, accord- 
ing to certain rules which provided for the division of this re- 
sponsibility between the manufacturers in (a) territories represented 
in the Reichsrat, i.e., Austria, (b) territories of the Hungarian crown, 
and (c) Bosnia and Herzegovina, but which left the division of 
the burden among the individuals in each of these regions to 

1 For 1900-01 the production of raw sugar in Austria-Hungary was 10,806,740 
mtc, the export of raw sugar, 5,447,130, the export of refined sugar, 877,910; 
submitted to taxation 3,783,690 ; in 1899-1900 the consumption taxes amounted 
to 123,098,042 kronen. 
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local legislation. 1 The local rule for Austria proper was ex- 
tremely complicated, and it is not necessary to state it here in 
detail, but the principle is liability proportional (approximately) 
to the amount of raw sugar produced. The significant feature of 
the law in this connection is the way in which the sugar bounty 
was distributed. Under a cartelled industry it amounted almost 
to an apportionment of export. The plan now proposed and 
adopted was an apportionment of production, and the indirect 
effect is a determination of the total amount of the tax on domes- 
tic consumption as contrasted with the determination of the ex- 
port bounty. 

This novel plan was introduced in the Austrian legislature in 
two bills, one of which established the contingents for the several 
divisions of the Austro-Hungarian monarchy, and the other the 
individual contingents for the Austrian dominions proper. The 
first bill requires only a brief description. The first section pro- 
vides that the customs duty shall be at the maximum permitted 
by the terms of the Brussels Convention, and the second abol- 
ishes the payment of bounties after August 31, 1903. The Con- 
tingent is established in the fifth section, and the apportionment 
between the divisions of the monarchy is as follows : (a) territories 
represented in the Reichsrat (Austria) for 1903-4 are allotted 
2,770,340 mtc. consumption sugar, (b) territories of the Hungarian 
crown are allotted 863,660 mtc, and the territories Bosnia and 
Herzegovina together are allotted 26,000 mtc. An elaborate provi- 
sion is made for an eventual increase of the last mentioned share 
in the next following year with a corresponding deduction from the 
two first mentioned shares. It is further provided that the Fi- 
nance Minister of Austria, with the advice of technical experts, 
and working in agreement with the Finance Minister of Hungary, 
shall regulate the amount brought into trade for domestic consump- 
tion, periodically, and, at least, for monthly periods, and that he, 
with the agreement of the Hungarian Finance Minister, may raise 
or diminish the contingent in the course of a single working 
season, in order to accommodate the actual demand. Further, it 

1 Das Gesetz vom 20. Juni, 1888, betreffend die Zuckerbesteuerung mit dem 
im IV Theile der kaiserlichen Verordnung vom 17 Juli, 1899, verfiigten Aban- 
derungen, §§ i, 2, 3. 
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is provided that the regulation of the individual privileges of 
sugar manufacture for internal consumption shall be left to the 
independent action of the several divisions of the monarchy. 
The other sections of the law do not require notice here beyond 
the mention that penalties are provided (§ 8), and the law is given 
effect immediately on its passage (§ 9), which occurred, as a mat- 
ter of fact, on January 31, 1903. 

The Individual Contingent Bill was introduced in the House 
of Representatives on January 21, 1903, accompanied by the 
usual official explanation of motives, etc. The Ministry of Fi- 
nance had planned the legislation with the aid of the results of 
two special investigations of the subject, in which the interested 
parties had come to a substantial agreement. 1 It is explained 
that the motive of the law is not simply to protect the home 
market against foreign importations, but also to secure for the 
home producers an equitable division of the business, to prevent 
the ruin of the weaker producers through reckless competition, 
and thereby to benefit the agricultural interests connected with 
them. 
The principal provisions of the law are as follows: — 
Section 1 provides that the total sugar contingent fixed by the 
new tax law for 1903-4 {i.e., for domestic taxation and consump- 
tion), viz., 2,770,340 metercentner, shall be divided as follows: 
(a) in general, each factory producing over 10,000 mtc. shall be 
allowed to participate in proportion to the greatest amount it 
submitted to taxation in the three years, 1898-99, 1899-1900, 
1900-01 ; (b) exception is made of three specified factories which 
are allotted fixed amounts. New factories shall have no claim to a 
share in the contingent, unless they are owned by persons who are 
bound to cultivate and furnish the beets for the same. 2 It is also 
provided that where raw sugar is subjected to taxation and con- 
sumption, instead of refined, the amount by weight allowed as 
equivalent shall be in the proportion of 100:90. The right to a 
share in the contingent shall attach to the factory and shall belong 
to the undertaker thereof for the time being, but shall carry 

1 July, 1902; January, 1903. 

% The bill provided at first that they must not be established within 100 kilo- 
meters of any other factory. 
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no right to compensation in case it is extinguished before that 
time. 

Section 3 provides for the participation of the raw sugar pro- 
ducers in the supply of sugar for home manufacture or consump- 
tion. The provisions are rather elaborate. Those factories shall 
be allowed to participate which operated in one of the three years 
above mentioned, and the extent of participation depends on the 
greatest "net production" (defined in the sugar tax law). The 
participation is, however, not proportional to the net production, 
the allotments of certain factories being reduced, while others 
are raised. The classes and allotments are as follows: (a) 
Factories whose net production is between 45,000 and 60,000 
mtc, and which have no claim on the contingent, shall have a 
proportional share, (b) Factories whose net production does not 
exceed 45,000 mtc, and which have no claim on the contingent, 
shall be allowed an increase, and the degree of the same depends 
on which of the three following sub-classes they fall under: (a) be- 
tween 40,000 and 45,000 shall be allowed a 3 per cent increase, 
provided the total does not exceed 45,000; (b) between 35,000 
and 40,000 shall be allowed a 6 per cent increase, provided that 
the minimum shall be 39,000, and that the maximum shall not 
be greater than the minimum in the first sub-class; (c) less than 
35,000 shall be allowed an increase up to 39,000, provided that 
no increase shall more than double the net production, (d) 
Factories whose net production exceeds 60,000, and which have 
no claim on the contingent, shall be reduced in their collective 
claim, based on net production, by a quantity equal to 35 per 
cent of the total of the increase allowed to the second class. The 
remaining 65 per cent of the sum last mentioned shall be sub- 
tracted from the maximum sum-total of net production of those 
factories which produce raw sugar and also make use of a claim 
on the contingent, and the remainder, apportioned according 
to their net production, shall be their allowance. The three 
factories referred to above, which are given a special sugar con- 
tingent, are also given specific allowances in the production of 
raw sugar for domestic consumption. Further, for new factories 
mentioned in the first section a provision is made, according to 
which their allotment in raw sugar is to be fixed by the Finance- 



No. 4-] THE SUGAR SITUATION IN AUSTRIA. 575 

minister after a hearing under certain conditions, with a maxi- 
mum limit of 60,000 mtc. 

Section 4 provides that the contingent shall continue until 
1908 inclusive, and, if the total amount is altered, the individual 
shares shall be changed in the same proportion. A similar pro- 
vision is made for the production of raw sugar. 

Section 5 provides for the transfer of the contingent certificates; 
such a transfer may be made for one or more years to another 
party likewise possessing the right to participate. With the con- 
sent of the Finance-minister, this may also be done with respect 
to the allowance for a part of the year. Similarly for the privilege 
of producing raw sugar for a term of one or more years; provided 
that the sum of the rights so acquired do not exceed 80,000 mtc, 
or, if the two factories are within 25 kilometers, the sum of the 
rights do not exceed 150,000 mtc. Every transfer authorized in 
this section must be reported to the Finance-minister. 

Section 7 provides that if in any season a raw sugar factory 
does not avail itself to the full extent of its right to produce, its 
share for the ensuing seasons shall be correspondingly reduced, 
unless the manufacturer shows that the deficiency was unavoid- 
able. The disposition of such forfeited shares is intrusted to 
the Finance-minister. 

Section 8 provides that the execution of the law shall be in- 
trusted to the Finance-minister. 

Accompanying the bill is a statistical table showing the pro- 
duction of refined and raw sugar and the proposed allowances for 
each factory. Under refined sugar there are forty-three factories 
listed, with a total maximum of " consumption," or taxable sugar, 
of 2,938,285 mtc, to which are added the three special factories 
with their allowances, making a total of 3,058,285 mtc. Since 
the contingent is 2,770,340 mtc, the share of each factory is 
0.9058475583 times its maximum output of consumption sugar 
(the individual variation is from 14,209 to 143,477 mtc, maxi- 
mum output). Under the raw sugar class (a) are listed fifty-one 
factories, with a total "net production of 2,617,700 mtc," which 
is also their " scale allowance." Under class (b) are listed eighty- 
nine factories, with a scale allowance of 3,538,082 mtc. Under 
class (c) are listed fifty-four factories, with a scale allowance of 
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3,280,018 mtc. These figures, taken with the special allowances 
of the three factories specifically provided for, give a total of 
9,615,800 mtc. Since the total of raw sugar required to cover 
the contingent (reckoned as 100 raw to 90 refined) is 3,078,156 
mtc, in order to find what each raw sugar factory can produce 
for home consumption, the scale allowance must be multiplied by 
0.3201 143950. It is evident that most of the sugar must be 
exported either as raw or refined. 

In the explanation of this measure in the report, the govern- 
ment points out that it is necessary to make a participation scheme 
for raw sugar, since otherwise some of the manufacturers might 
be excluded by the refiners. The actual determination of the 
amounts to be allotted is not to be regulated in the law. but to 
be left to the administration under the norms provided in the 
law. The reason assigned for the exceptional treatment of three 
factories is, that owing to their unfavorable situation as respects 
transportation {i.e., to the foreign market), they could not fairly 
be brought under the general rules. In respect to the complicated 
scheme for the raw sugar producers, the government explains 
that it was planned to protect the weaker concerns — "above all, 
in the interest of agriculture"; hence, also, the specially large 
allowances to the smallest factories for which it was intended to 
secure an Existenzminimum. Respecting the establishment of 
new concerns, the government says: "According to the present 
state of sugar production, the erection of new consumption 
sugar factories does not appear in any way desirable in the 
interests of the whole." Finally, as respects the relations of the 
raw sugar manufacturers to the refiners, the government observes 
that these can be managed best by themselves. 

The bill came up for debate in the House of Representatives 
on January 29 and 30, and in the House of Lords on January 31. 
The debate throws some further light on the project. Finance- 
minister v. Bohm-Bawerk declared that protection of the sugar 
industry was made necessary by the sudden change in its sit- 
uation, that it was essentially conservative m character, that it 
aimed to protect the weak against the strong, and, especially, 
to protect the agricultural interest. Without regulation of the 
output, there would occur a "life and death struggle" among the 
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producers for the local market, as well as for the export trade, 
with undesirable social consequences in the destruction of the 
middle-sized and small factories. 1 The reporter of the measure 
in the lower house, Dr. Urban, a well-known cartel expert, 
did not explain the government policy in quite the same way. 
Instead of calling it a conservative measure, for example, he 
describes it as a novelty, opposed in principle to individualism, 
and possessing a "color of state-socialism." Dr. Urban gives 
the same practical explanation, however, namely, the protection 
of the weaker producers, though these he declares are bound to 
disappear in time. 

The measure found a good many opponents, who declared it 
was a continuation of the cartel under legal protection; that it 
made competition, which before had been possible, impossible; 
and that it gave to the sugar manufacturers unjust profits. The 
state, it was said, became an organ, a secretarial organ of the 
cartel. The Finance-minister admitted that it was like a cartel, 
but it imitated the cartels only in respect to their favorable feat- 
ures, giving order and steadiness to production. 2 Speaking more 
particularly, the adversaries of the bill declared that it was against 
the agricultural interest — at least, that of the peasants, whom 
the measure reduced to the condition, practically, of serfs of the 
cartel. 

The question was raised in the upper house by Graf Keven- 
hiiller whether the contingent, like the Russian system, was not 
contrary to the Brussels Convention. This was earnestly dis- 
puted by the Finance-minister. The bill passed this house on 
January 31, 1903, and was signed by the Emperor on the same day. 

Meanwhile the Sugar Cartel was being reorganized, the capital 
feature of the new scheme being the erection of a central selling 
office. The immediate purpose was the prevention of a deroute 
of the industry before the impending reduction in the customs 
duty, and, indeed, to exploit the existing tariff protection till the 
last moment 8 (i.e., till August 31, 1903). The plan was com- 

1 KarieU-Rundschau, February 10, 1903, p. 154. 

2 Kartett-Rutulschau, he. tit., p. 155. 

3 Cj. KarteU-Rundschau, January 1, 1903, p. 39; February 25, p. 215. 
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pleted in February, and the refiners agreed to put it into opera- 
tion on March 20, 1903. 1 It is provided that the Chropiner 
Zuckerfabriks-Aktiengesellschaft, in Vienna, shall establish a de- 
partment for the sale of all refined sugar in Austria (for the cam- 
paign 1902-3). The direction of the sales-bureau shall be exer- 
cised by a committee of representatives of thirteen specified firms. 
This committee shall have the superintendence of the whole 
business, and, in particular, the fixing of prices and the control 
of the personnel of the bureau. The moneys of the bureau shall 
be deposited in a bank in Vienna, and be at the sole disposition 
of the committee. The refiners subscribing to the agreement 
bind themselves to sell sugar of all kinds in the inland market, 
solely through this bureau, from March 30 to August 31 inclu- 
sive, under penalty of 20 heller per metercentner (with certain 
exceptions). The price basis is fixed at 84 kronen for "Prima 
Brotraffinade" per metercentner, and for other qualities a list of 
20 differentials is drawn up, and the trade limited to these va- 
rieties. Regulations are also provided for the administration of 
the sale. In particular may be noted the provision that the former 
selling agents of the factories shall be employed by the new bureau, 
and that, as far as possible, they shall be given the field and 
amount of business which they previously possessed, and receive 
a commission of 25 heller. The bureau shall use its judgment 
in making sales from the different factories, regard being had to 
economy in freight rates; though, as far as possible, the desire 
of customers for particular brands shall be accommodated. Reg- 
ulations are also established with respect to the time and quan- 
tity of output for the individual factories. Retail sales of 3 per 
cent of the total may be made by a factory in its immediate neigh- 
borhood, but according to the cartel price, and with notification 
of the same to the sales bureau. The cost of the sales bureau 
shall be borne by the factories collectively and in proportion to 
rights of participation in the sale. Each factory shall make de- 
tailed reports of its business, immediately in some cases, weekly 
in others, and the committee shall have power to examine its 
books. Each factory shall deposit a guarantee of the value of 

1 KarUU-Rundschau, March 28, 1903, p. 318 
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50 heller per metercentner in securities with a specified party. 
An arbitration court is also provided. 1 Of course this agreement 
has no legal force, but rests entirely on the good faith of the 
signatories. 

It is expected that the price conditions in the domestic market 
will be much more unstable after the Brussels treaty goes into 
effect, through the influence of foreign competition, and, conse- 
quently, other regulations than those made in the above agree- 
ment will be necessary. It is intended to reorganize the sales 
bureau on a permanent basis for the period of the treaty. 2 The 
confident opinion of the Minister of Finance that the contingent 
would not be found to be incompatible with the bounty prohibi- 
tion of the Brussels Convention does not seem to be very gen- 
erally shared, 3 and it is reported that the French government is 
convinced of the contrary.* This seems to be the fear also of 
the export trade. Thus the Hamburg association of sugar jobbers 
has already (February 25) notified the Prag sugar exporters' 
association that in case the contingent is declared to be contrary 
to the treaty, their contracts do not hold. 5 Similar action has been 
taken in London and elsewhere. The Austrian sugar export 
association, on the other hand, held that this eventuality was 
improbable (Vienna, February 3, 1903), but at the same time 
declared that they could not take the risk and would therefore 
have regard to this contingency in making purchases of raw 
sugar for export. 6 Offers coming from London to sugar pro- 
ducers in Austria, containing a provision that in case a penal 
duty is levied (according to the Brussels Convention) the same 
shall be borne by the seller, were declined at first by the sugar 
manufacturers, but will probably be accepted. 7 The prospect of 
a lower price for their export has led the raw sugar manufac- 
turers to declare that the price of beets must be lowered; the 

1 Cf. detailed report in KarteU-Rundschau, March 28, 1903. 

2 KarteU-Rundschau, February 10, 1903, p. 167. 

3 Cf. d'Aulnis: Die Zuckerfrage in den Parlamenten Europas. Conrad's 
Jahrbucher, March, 1903, p. 349. 

4 Cf. KarteU-Rundschau, March 10, p. 257. 
s KarteU-Rundschau, loc. cit., pp. 255-6. 

6 KarteU-Rundschau, March 10, 1903, p. 256. 

' KarteU-Rundschau, February 35, 1903, pp. 216-17. 
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growers on the other hand seem to intend to wait till just before 
the harvest, and will make no contracts for the supply of beets. 1 
The consequence is a complete cessation of trade in fall sugar, 
with no quotations on the Borse in Prag. 



III. Prohibition of Sugar-Beet Rayonnirung. 

The next measure of the government, the prohibition of the 
sugar-beet Rayonnirung, followed as the natural consequence of 
the law just described. The measures taken to protect the sugar 
manufacturers, the grant to them of a legal monopoly of sugar 
manufacture, if allowed to stand alone, would inevitably give 
them an undue power over the sugar-beet growers; more power 
indeed than they had possessed as a simple cartel, and that had 
been great enough to call forth loud and unremitting demands 
for governmental intervention. The government was quite con- 
scious of the probable effects of the first measure in this respect, 
and was prepared to meet the demands of the beet-growers by 
restricting the manufacturers in the despotic exercise of the 
monopoly which it had guaranteed to them. The government 
viewed the sugar-contingent law, indeed, as a measure indirectly 
beneficial to the agriculturists, but the beet-growers, nevertheless, 
must be secured in the enjoyment of these benefits by further 
legislation, namely, by the prohibition of Rayonnirung. 

The Rayon system, to state the matter concisely, is a com- 
pact between the manufacturers by which the beet-growers or 
beet-growing districts are parcelled out among the manufactu- 
rers severally or in small associations in order, first, to give to 
each a definite and adequate field of supply, and secondly, to 
prevent competition among themselves in buying the beets (with 
the consequent enhancement of beet prices). It is therefore a 
scheme of monopoly on the principle of a "division of the field" 
— a system which is to be found to some extent in other indus- 
tries in Austria, and which occurs throughout the world, espe- 
cially in transportation. The outcry against the system as 

1 Kartell-Rundschau, March 10, 1903, pp. 256-7. 
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applied to beets in Austria had particular justification for two 
reasons, namely, the special protection which the state accorded 
the sugar manufacturers, and the severity with which the monop- 
oly was carried out. The first ground has been explained in con- 
nection with the sugar contingent; the second formed the chief 
topic of an inquiry l conducted by the Ministry of Agriculture, 
in January, 1903, which is the basis of the following discussion. 

The Rayon in the non-Bohemian territories is the most com- 
plex. It includes factories in Moravia, Lower Austria, and 
Silesia, and is generally called the Moravian rayon. The com- 
bination includes six local groups which are united by a federal 
treaty. Within the several groups, "group treaties" are made 
in harmony with each other, "so that no one while acting fairly 
in one group can act unfairly in another and make war against 
it " (Proskowetz, loc. cit., p. 30). In one Moravian group there 
exists a sugar-beet Contingent (p. 5). According to the general 
practice, more than one factory is assigned to each commune, 
but this does not occur in Group III (p. 30). Between the va- 
rious factories within the group special treaties or contracts are 
frequently made respecting the division of the field, etc. (p. 5). 
The operation of these treaties is sanctioned by conventional 
penalties and the deposit of guarantees, while disputed claims 
or penalties are left to an arbitration court whose decisions the 
parties have bound themselves to accept (p. 5). 2 The organ- 
ization in Bohemia is similar, except that there is no "federal" 
treaty; each district, or "Agentie," has its own treaty and arbi- 
tration court (p. 6). Further, it may be observed that in Moravia 
the price to be paid for beets is not determined by a majority 
vote, but each factory can fix its own price, and it appears that 
this power is sometimes actually exercised independently. The 
contracts for furnishing beets in a commune — especially where 
there are many small producers — are often made in a single 
document, but the obligation and liability is several (p. 51). 

On the part of the beet-growers there was an unanimous con- 
demnation of the rayons, and the manufacturers themselves made 

1 Stenographisches Protokoll u'ber die in k. k. Ackerbauministerium am 28. 
Janner, 1903, abgehaltene Enqueue, betreffend die RUbenrayonnirung. 

2 Of course these agreements are void. See supra. 
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a rather half-hearted and apologetic defense, only two of them 
advocating the right to make such contracts (pp. 46, 47). We 
may formally classify the objections against the rayons as follows : 
first, the despotic power given to the manufacturers; second, the 
one-sided determination of the contract; third, the one-sided ob- 
ligation of the contract; fourth, the one-sided conditions of the 
contract and its injurious operation. 

In the first case we have a general objection to the situation 
from a moral or social point of view. Thus, one of the most 
moderate among the beet-growers says: "The peasants regard 
the present situation, where the factories can buy only where the 
cartel allows, as a sort of serfdom, and they feel themselves unfree 
and in a certain degree morally injured thereby" (p. 53). In the 
nature of the case such conditions, though of great social impor- 
tance, do not present material adapted to very exact analysis. 1 

The natural consequence of this situation is a one-sided deter- 
mination of the contract. This is made all the more easy by the 
fact that the beets, to a large extent, are furnished by ignorant 
peasants who do not know what they are agreeing to. One 
grower says: "There is much reason for complaint, because the 
people in perhaps 90 per cent of the cases do not know the terms 
of the contract which they have signed" (p. 64). Some manu- 
facturers represent, indeed, the official of the factory as coming 
to the village and settling the terms after a social evening with 
the peasants, but the conditions themselves (which we shall 
consider later) show how little influence the beet-grower has. 
In fact, these social gatherings, in which large amounts of liquor 
are often drunk, only illustrate the unbusinesslike character of 
the peasant. Even after the contract is made, the manufacturers 
do not always give a copy to the grower, and sometimes refuse 
to furnish a copy (pp. 16-17). 

The obligation of the contract is often one-sided; thus, in 

1 A striking illustration of the despotic character of the rayon is that of a man- 
ufacturer who went into beet-growing, and was not allowed to bring his own 
beets to his own factory, but had to purvey them to another (p. 59). In individ- 
ual cases it takes a comic form — thus, the Planianer factory sent out a circular 
to the peasants telling them where to haul their beets, which further says: " Wir 
werden Euch bestimmen, was wir Euch dafur zahlen." The peasants obeyed 
(P- 57)- 
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Bohemia the contract is drawn up generally in the form of an 
offer or option, by which the beet-grower agrees to cultivate 
beets through the spring and furnish the product to the factory 
in the autumn, but the factory, on the other hand, reserves the 
right to sign the contract until the 31st of October; that is, they 
can refuse to take the beets (p. 16). This obnoxious practice 
does not prevail in Moravia, and is condemned by the manu- 
facturers there. 

We come now to the terms and working of the contract; logi- 
cally separable, practically they must be considered together. It 
is here that we have the gravamen of the indictment. 

A much condemned practice is the advance of money to the 
peasant on giving the option. 

More serious is the complaint with respect to the quality and 
quantity of the beets and the adjustment of the payments there- 
for. The usual practice is to contract for a certain quantity 
with a certain standard of quality, the seed being furnished by 
the factory. Neither quantity nor quality are, however, entirely 
within the control of the grower, the weather being an indeter- 
minate condition for both, and the quality being also largely 
dependent on the seed. In order to insure a good quality, the 
manufacturers have undertaken to supply the seed, and this 
gives them an opportunity to exploit the grower, of which they 
often take advantage. The growers protest against the standard 
of quality when the factory furnishes the seed (p. 16), and to 
deductions for quality below the standard when no premium is 
paid for a higher sugar test (p. 66). Thus Pollak, a farmer in 
Bohemia, claims that the standard is set at 13 per cent, but that 
they often purvey beets of 18 or 19 per cent (p. 66). The man- 
ufacturers reply to these charges that they must furnish the seed 
in order to obtain good quality, and that the deficiency in sugar 
contents is due to the fraudulent use of other seed (p. 34). The 
growers deny this vigorously, though the practice is admitted to 
have existed formerly (pp. 18, 52, 53). It should be observed 
that the manufacturer has the right to inspect the fields during 
cultivation (in some places there are regularly two summer in- 
spections), and this seems to afford a fairly reliable means of 
determining not only whether the proper seed has been used 
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but also whether the beet is properly cultivated (p. 37). There 
remains, moreover, the sugar test by the saccharometer (p. 38). 
When the quality is deficient, heavy deductions are made in the 
price paid, though the practice in Moravia is claimed to be mod- 
erate in this respect. As for the quantity, the practice in Bohemia 
is to take a certain amount, and the growers claim that they are 
compelled to guarantee a certain quantity at a fixed price; but 
if the crop is larger, the manufacturer has the right to take the 
surplus also, if he chooses, but at a price fixed by subsequent 
agreement (p. 17). In Moravia, on the other hand, the contract 
is made to take the beets off certain areas, and the manufac- 
turers there complain that they have to take all the burden of the 
risk as to the size of the crop (p. 24). They complain further, 
that the growers do not attempt to furnish the minimal amount 
agreed (pp. 42, 49), etc. Other difficulties arise when the beets 
are harvested. They are either brought to the factory by the 
growers, and weighed, or taken at branch depots, and weighed 
there. The regulations as to the condition of the beets, i.e., 
unfrozen, uninjured, clean, deprived of rootlets and leaves, are 
necessarily strict, and give rise to many disputes and much hard 
feeling. The factory often makes it difficult for the grower to 
bring the beets at a convenient time, which may make it impos- 
sible to prevent freezing (p. 62). When it comes to weighing, 
and frozen, injured, untrimmed, or dirty beets are found, it is the 
practice of some factories (especially in Bohemia) to make ex- 
cessive deductions, sometimes the greater part of the price. 1 In 
one case the growers attempted to control the accuracy of the 
weighing by scales of their own, but the factory weighing official 
refused to recognize the control (p. 62). The charge that the 
growers furnish a large part of their beets in such a dirty con- 
dition that the dirt amounts to 17 per cent of the gross weight 
is energetically denied by them (pp. 49, 57), and, it may be noted, 

1 The Planianer Zuckerfabrik in its circular of September 25, 1902, is both 
peremptory and indefinite. "Wer also eine Rube bringt, die nicht geniigend von 
Erde geputzt und nicht von den Seitenwurzeln befreit ist, dem wird, ohne dass 
man weiter viel mit ihm unterhandelt, em weiterer Abzug gemacht. Dies 
bezuglich gibt es gar keine weitere Berufung; was die Fabrik ausspricht gilt " 
(P- 57-) 
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they are obliged in any case to give, as "fair measure," 5 per 
cent more than the contract amount (p. 32). 

Charges of breach of contract are made on both sides. Thus 
the growers allege that in the hard times of 1894 the manufac- 
turers generally broke their contracts and reduced prices (p. 53) ; 
the manufacturers make countercharges. 1 They also accuse the 
growers of bribing their agents (p. 32). 

One of the most ardent opponents of the rayon admits that in 
practice, the manufacturers have not pressed their contract rights 
to the extreme iimit except in the bad years 1884 and 1894 (p. 
22). Further, it may be noted to the credit of the Moravian 
manufacturers that there is a provision in their rayon treaty 
that, if a beet-grower is oppressively handled by a manufacturer, 
he may carry his complaint to the committee of the group in which 
his land is situated, and the chairman thereof is given wide au- 
thority to see that he gets his rights (p. 27). Also in one dis- 
trict in Bohemia a system of arbitration exists for the determina- 
tion of difficulties between beet-growers and manufacturers, in 
which the burgomaster of the place acts as president of the court, 
and its operation is described as satisfactory (p. 53). Here, 
however, the beet-growers have the alternative of cultivating 
hops with equal profit. 

One of the chie'f arguments in defense of the rayon is that its 
object is to save freight charges. Thus Abg. Kulp says that it 
" aims at nothing else than the saving of useless freight charges 
to the manufacturers" (p. 24). But the facts seem to be against 
this theory, since the old division of the field inherited from the 
close of the era of competition, which pays little attention to the 
advantages of proximity, is still continued (p. 54). 2 

The rayon, as a part of the cartel system, involves of course 
the maintenance of weak concerns which would otherwise go to 
the wall. The manufacturers claim that the preservation of a 

1 An incident is related, for example, of the tearing up of a newly signed con- 
tract by the peasants on receiving a better offer — this was evidently when the 
rayon was not in good working order (p. 30). 

2 One grower gives a specific instance from his own situation. He is half an 
hour from Schlan, but must send his beets to Brux, 36 (English) miles away, 
and passes en route seven other factories (p. 19). 
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large number of factories is an advantage to the grower, and 
that under free competition the number would be greatly reduced. 
The growers maintain, on the other hand, that weak concerns 
are injurious to their interests, because it means low prices for 
beets, difficulty in obtaining advance money, and delay and un- 
certainty in making contracts on account of the precariousness of 
their financial situation (pp. 34, 62). 

The most important point in the whole controversy is, perhaps, 
the effect of the rayon on prices. Here also a difference of opinion 
is expressed, but disinterested parties seem to entertain no doubt 
of the real situation. The manufacturers deny that it has any 
effect on prices, or at least any injurious effect. Thus Abg. Kulp 
claims that it has no effect; that the price of beets is fixed by the 
sugar price in the world market taken together with the customs 
duty and freight charges. Evidently the weak point in this ar- 
gument is the assumed relation between the Austrian sugar and 
beet prices. Given a certain sugar price in Austria, the real 
question is, what part of the total profits of the industry shall go 
to the manufacturers, and what part to the growers, and here 
with a commodity like beets the establishment of a monopoly in 
manufacture in Austria can have a very powerful effect. Ritter 
v. Proskowetz says that an intelligently handled rayon (as in 
Moravia) does not depress the price of beets (p. 34). On the 
other hand, a large landed proprietor, Abg. Damm, says that it 
unquestionably exercises a depressing influence through the elim- 
ination of competition (p. 39), and Dr. Janovsky, another landed 
proprietor, declares, "The compulsory rayon pursues, in brief, 
no other aim than to force down the price of beets through the 
elimination of all competition, and to hold us in complete de- 
pendence on the sugar factories" (p. 19). The manufacturers 
justify the prices indirectly by the claim that their profits are 
small; according to von Proskowetz, from 5 to 6 per cent on the 
average (p. 33); another manufacturer points to the frequent 
failures in the industry, and says that he himself makes nothing 

(P- 45)- 
The manufacturers also protest against interference with their 

rayon, while the same system is tolerated in other branches of 

industry, e.g., milk, grain, cattle, etc. (pp. 29, 58, 61), and further, 
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because all their materials must be purchased from cartelled 
industries; e.g., coal, petroleum, jute, linen, etc. (p. 61). On the 
other hand, one of the chief grounds for the demand of the 
agriculturists that the rayon should be abolished was that the gov- 
ernment had decided to establish a contingent of the sugar manu- 
facturers, and they also should be accorded protection. 

One beet-grower (Dr. Damm) called attention to the working 
of the provision of the contingent bill respecting the transfera- 
bility of the certificate of participation. If the price of sugar 
rose, it meant enormous profits to the manufacturers, in which 
the growers would not participate; but if the price fell, the situa- 
tion, instead of being merely tantalizing, would be fatal to many 
growers, because, in such a case, many manufacturers would be 
glad to quit business, and would sell their certificates and shut 
down. 

The case may occur, that the manufacturer sells his contingent 
certificate, that is, does not work up any beets. Then the beet-grower 
is not in the position to grow beets on his land. That signifies under 
present conditions simply a depreciation in the value of land, a modern 
expropriation, etc. (p. 39). 

He proposes therefore that in connection with the contingent 
there be a provision that the certificate shall attach inalienably to 
the factory, and that if the operator of the same enters into any 
rayon agreement, he shall forfeit his right of participation (p. 39; 
cf- §§ i> 5 of the law, supra, pp. 573-575). 

Most of the growers desired a simple prohibition of the rayon, 1 
though some growers admitted the utility of further regulation 
of the relations of grower and manufacturer. The administra- 
tion had taken the latter view, and pressed the question on the 
growers whether further regulations were not desirable in order 
to bring about fair relations between the parties (pp. 66-7). The 
manufacturers claimed that if the rayon were abolished, the grow- 
ers must be forbidden to combine against them, particularly in 
the form of a boycott? To this the growers assented, although 
they declared that such combinations need not be feared, as they 

1 Cj. pp. 22, so, S3, 54. * C/. pp. 42, 5°. S J . 6 7- 
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were impracticable. 1 One grower, however, declared that in 
certain cases combinations of growers were justifiable, and should 
be allowed; first, in case a factory is in such a bad finan- 
cial situation, or so antiquated technically, that it cannot afford 
to pay a fair price for beets; second, in the case provided for 
under the sugar-contingent law respecting the erection of a new 
factory, the growers should be allowed to dispose of their crops 
to their own factory exclusively (p. 52). The government rep- 
resentatives were not inclined to accept a simple prohibition of 
the rayon as the proper solution of the problem. As respects 
what should be done in the regulation of contracts, there was no 
formulated plan presented. The growers and manufacturers 
seemed to think that, if it were to be done, the government could 
best take care of it, the abuses having been explained. The 
view indeed was expressed that the rules should be adapted to 
the needs of different localities and only general matters regulated 
by statute (pp. 37, 87). On only one topic was there a serious 
discussion, and that was whether beets should be contracted for 
on the basis of quantity simply, or both quantity and quality. 
The latter was the practice in Germany, but, although it was 
admitted to be desirable, some thought it impracticable in Aus- 
tria. 2 

Shortly after this inquiry before the Ministry of Agriculture, 
the government brought in a bill (March 6, 1903) for the pro- 
hibition of Rayonnirung. In the explanatory report the indus- 
trial situation, the rayon system, the Brussels Convention, and 
the sugar contingent are all gone over, and the claim of the beet- 
growers for protection set forth. It is conceded that special 
legislation in the matter of cartels is questionable, but it is claimed 
that the case of Rayonnirung is peculiar, and that the abuses are 
of a particularly tangible character, adapted to legislative remedies. 
The government takes the position that the beet-growers have 
made a good case against the manufacturers in alleging excessive 
abuses, and that, against the combination of the manufacturers, 
they are by far the weaker party, effective combination on their 
side being impracticable. From this point of view, the situation 
is one contemplated in the law of 1870 respecting invalid agree- 
1 Cj. pp. 42, 5°, 52, 68. a Pp. 24-26, 48, 55, 62. 
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merits in restraint of free competition. 1 The wisdom of this law 
is indeed questioned, but, since that establishes the norm for 
industrial legislation respecting combinations, all other legislation 
of a partial character ought to be in harmony with its basic prin- 
ciple, i.e., freedom of contract. The further observations of the 
government in this connection we may consider more conveniently 
after examining the provisions of the bill. This is substantially 
as follows : 2 

Section 1 provides that rayon agreements between the sugar 
manufacturers or directors, etc., of factories, by which the beet- 
growers are limited to a certain purchaser or group of purchasers, 
shall have no legal force. The same is provided for the agree- 
ments between manufacturers, etc., to respect each other's local 
or group treaties. 

Section 2 provides that similar agreements of agents, beet- 
buyers, etc., with each other or with the manufacturers shall be 
void. 

Section 3 provides that agreements among beet-growers, aim- 
ing to compel the manufacturers to buy of certain growers, or 
to prevent them from buying from certain growers, shall be 
void. Two exceptions are made: (1) Beet-growers may agree to 
supply exclusively a factory in which they are financially inter- 
ested; (2) they may refuse to furnish beets to factories which, 
through cessation of payments or frequent execution processes, 
give fair ground for such action. Agreements between beet- 
growers to respect each other's agreements, above declared to be 
void, are also void. 

Section 4 provides that conventional penalties, and guarantees 
for the fulfilment of the same, so far as they concern agreements 
herein declared to be void, may be demanded back, and any 
agreement to leave the matter to an arbitration court shall have 
no legal effect. 

Section 5 provides that whoever attempts to spread, or put into 
effect by force, agreements mentioned in sections one to three, 

1 Vide sup., p. 570, Note 3. 

2 Regierungsvorlage. Gesetz vom . . . betreffend das Verbot der Riiben- 
rayonnirung und die Lieferung der zur Zuckererzeugung nothigen Rube. 1678 
der Beilagen, etc. Cit. sup. 
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through intimidation (blacklisting or boycott), or by force hinders 
or tries to hinder the execution of free determination in furnish- 
ing or obtaining beets (so far as a heavier penalty is not appli- 
cable), shall be subject to a penalty of imprisonment from eight 
days to three months, or a fine not exceeding 2,000 kronen. 

Section 6 provides that in the contracts for the supply of beets, 
(1) growers shall not be burdened with a liability for the quantity 
of beets agreed to be provided, and not furnished, exceeding the 
damage caused thereby; (2) that, in case the contract requires 
from the grower the cultivation of beets from seed furnished by 
the factory, responsibility for the quality of the beets shall not 
be imposed upon the grower, except in the way of proper culti- 
vation, or cultivation according to contract conditions; (3) that an 
agreement that is binding for a factory at a later period than for 
the beet-growers, or a provision by which the factory alone can 
withdraw from the same, shall be void; the contract must be bind- 
ing for both sides from the date of making; (4) that the provision 
of a contract for a one-sided reduction in the price agreed on shall 
be void; (5) that the agreement that the factory by one-sided 
determination may make deductions for defect in quality, defect 
in trimming or cleaning, or the non-fulfilment of the terms of the 
contract in other respects, shall be void. 

Section 7 provides that the beet-grower shall receive a copy of 
the contract on demand. If the conditions of the contract are 
the same for all the growers of the commune, it shall be sufficient 
to deposit a copy with the magistrate of the commune. In case 
of failure to furnish a copy on demand, as provided above, the 
grower may make a complaint, or have a notarial copy made at 
the cost of the manufacturer. 

Section 8 provides that certain agricultural corporations, after 
a hearing of both sides, and with the assent of the government, 
may fix rules, with reservation of §§ 6 and 7, for the purchase and 
furnishing of beets, which shall be effective in all contracts, unless 
otherwise expressly stipulated. These rules may be different in 
the different territories of the Austrian monarchy. The details 
of procedure for the establishment of the same shall be regulated 
by ordinance. 

Section 9 provides that the rules of §§ 1 to 5 shall go into opera- 
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tion with the promulgation of the law, without regard to whether 
the agreements affected were made before or after the promulga- 
tion. All agreements between manufacturers, etc., for the carry- 
ing out of the rayon treaties, shall likewise lose all legal force. 
The provisions of §§ 6 and 7 apply to all contracts made after 
the promulgation of the law. 

Section 10 provides that the execution of the law shall be in 
the hands of the Ministers of Justice, Trade and Agriculture. 

The government, in its explanation of the law, calls attention 
to the fact, that both the civil and criminal law are applied to 
secure the abolition of Rayonnirung, and the formation of just 
contracts. The government observes that the bald declaration 
that the establishment of a sugar rayon is a penal offense would 
not be proper, if at the same time similar agreements in other 
lines of industry were recognized as innocent. Further, that 
where the principle of free contract prevails, the formation of 
any rayon — itself an exercise of the right of free contract — 
should not be declared a penal offense, except when, and in so 
far as, conditions arise of a socially injurious character. In this 
case the government declares that the application of the principle 
of nullity of contract merely, is insufficient; it adds, therefore, the 
provision that to attempt to put through such legally void agree- 
ments through illegal means, i.e., force, threats, etc., is a penal 
offense, and provides a special penalty therefor, in addition to 
what the existing criminal law provides. On the other hand, the 
government regards it as utterly impracticable to declare a 
voluntary unanimity of action a penal offense (pp. 8-9). 

In order to abolish the rayon effectively, all the contracts con- 
nected therewith, both those of lower and higher strata, must be 
declared void, and with them naturally the obligation of collateral 
agreements between manufacturers based on the existence of the 
rayon. So, likewise, disappear the courts of arbitration estab- 
lished to decide disputes under these contracts. As it is desirable 
that just, as well as free, contracts should be made, the measure 
provides certain norms both of a positive and negative character, 
and provides further for regulation by the interested parties in 
the locality and by the administration (pp. 9-11). 

Concerning the time in which the law shall go into operation, 
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and the effect of the same on contracts, the government points 
out that it is not retroactive with respect to the agreements as to 
the purchase or sale of commodities (even those obnoxious to 
section six), but only with respect to the rayon agreements, and 
here it is necessary in order that the law should have any useful 
effect, since these agreements are often for a term of years ' 
(pp. io-ii). 

IV. Conclusion. 

It is remarkable that these two laws — the individual sugar 
contingent and the prohibition of the sugar-beet rayon — so little 
related, in fact so contrary, in principle should be united in 
such an intimate manner. 

In regard to the contingent, the novelty of the law, irrespective 
of its practical significance, gives it interest. It is, as we have 
seen, in effect, the establishment of a cartel in sugar manufacture 
on the basis of a legal monopoly — the law has established what 
the cartel could not, an effective hindrance to the development 
of competition by new enterprises in the monarchy. Precedents 
existed for the law, in a certain measure, in the partial Contin- 
geniirung of the distillation of Branntwein, and in the Contin- 
gentirung of the sugar bounty, but the former left a practicable 
loophole in the allowance of extra production under higher taxa- 
tion, while the latter left the regulation of the output to the car- 
telled producers. Fortunately a judgment of the law does not 
require a consideration of the wide and much disputed question 
of the merits of cartels in general. The cause, character, and 
also the critique of the contingent are of a special nature. The 
cause, we have already seen, was the desire to preserve from 
disaster an industry which is of extraordinary importance in 
Austria's internal and external economy. The establishment of 
a private legal monopoly, repellent as a rule to the generally 
accepted principles of modern political economy, was rendered 
comparatively innocuous here by the peculiar circumstances, 
namely: the operation of the law is limited to five years, i.e., 

1 This bill has not yet come up for legislative consideration, but the Central 
Verein fur Riibenzucker-Industrie has published a Denkschrift gegen das Verbot 
der Rubcnrayonnirung. Cf. Neue Freie Presse, Abendblatt, April 21, 1903. 
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the period of the Brussels Convention, and by the terms of that 
treaty the customs tariff is given a maximum limit of 6 francs 
per metercentner (i.e., about 24 per cent on the basis of the pres- 
ent price — April 28). In the face of the tremendous export 
capacity of France and Germany it would be impossible, evidently, 
for the sugar cartel to exploit the consumers to any great extent 
through the enhancement of prices above the world market level. 
As a matter of fact, it is feared that the duty may not be suffi- 
cient to exclude the more capable of the neighboring foreign 
competitors. From a practical standpoint, therefore, the monop- 
oly in this respect is comparatively harmless. 

It is not so easy to criticise the law in respect to the limits 
placed on the erection of new factories. From the general point 
of view it seems plain enough that, taking Austria as a whole, 
more are not needed. Whether in a good many individual cases 
the restriction may not work hardship — for example, in pre- 
venting the development of industry in certain undeveloped 
districts, in securing for antiquated and badly managed factories 
an undeserved prolongation of existence — is a question that can 
be answered only on the basis of minute expert knowledge. Since 
the manufacturers must stand together in the protection of their 
hold on the home-market, they, even more than the consumer, 
have reason to fear the petrifaction of industry and the conse- 
quent increase in the cost of production. Questions as to the 
effect of this legislation on the spirit of enterprise, the economic 
independence and industrial character of the people, and on the 
progress of the state, give room for various views, but they are of 
a character too general to be discussed here. 

Something more than harmlessness is required to justify legis- 
lation of such a radical character as the contingent, and, even 
if that is conceded with respect to its relations to the consumer, 
there is still the grower to be considered. It does not seem quite 
clear that it was necessary for the protection of the industry 
from extravagant cut-throat competition in the home market. 
Competition from new concerns does not seem very probable, at 
least on an extensive scale, and competition within the cartelled 
concerns does not appear to be so undesirable. The industry is 
pretty sure to receive a heavy shock, in any case, under the new 
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rtgime, and the perpetuation of artificial regulations to support 
weak concerns in a precarious existence seems scarcely worth the 
effort. Without the contingent the continuance of the cartels 
would be doubtful. Bruker, writing a year ago, predicted their 
general collapse. 1 Apparently his prophecy will be realized in 
the case of the German cartel, judging from current newspaper 
reports of the situation. 2 It appears that the German sugar 
interests have even tried to induce the government to give them 
aid similar to the Austrian contingent. 3 It might be thought 
that if the manufacturers found it worth while to combine for a 
large profit, they would still rather have little than none. Bruker 
predicted that there would be a contraction of beet-root cultiva- 
tion, 4 but the event seems to be contrary to the probability. The 
latest expert estimates give increased totals, particularly for 
Austria. 5 It would be still more difficult to make predictions as 
to prices, yet it may be taken for granted that the price in the 
world market will rise, and the price in the national markets 
fall. Under the great uncertainties that exist in respect to the 
whole situation, the value of the contingent as a protective 
measure seems questionable on practical grounds. On the other 
hand, one cannot help wondering if the accomplished economist 
who is at present at the head of Austria's finances has not some 
wider purpose. In his defense of the contingent he styled it a 
"conservative" measure at one time, and at another, "progres- 
sive." We can reconcile these expressions, if we conceive him 
to have a plan for the economic reorganization of the state on non- 
competitive principles. From that standpoint the measure is 
conservative, but from the standpoint of the existing economic 
organization and public law, it is certainly a radical, if not a 
progressive, measure. 

The contingent, we have seen, is based upon the principle of 
monopoly; the prohibition of Rayonnirung, on the other hand, 

1 Bruker, Zuckerausf uhrpramien und Briisseller Vertrag, Jahrbuch fur National- 
Oekonomie und Statistik. Ill Folge. 23 Bd. 1902, p. 490. 

2 CI-, e.g., Berliner Tageblatt, Abendblatt, April 27, 1903. 

3 Cf. Kartell-Rundschau, January 25, 1903, p. 113. 

4 Loc. cit., p. 468. 

5 Licht's Bericht, quoted in Berliner Tageblatt, Abendblatt, April 18, 1903. 
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rests upon the principle of free competition. In one and the 
same legislative scheme the government applies two opposite, if 
not hostile, economic principles. To be consistent, the sugar 
manufacture should have been left to free competition, or the 
government should have established a contingent of growers. 
The former would not have prevented the cartel from establish- 
ing a monopoly and exploiting the beet-growers; the latter under 
present economic conditions is evidently out of the question. 
Given the sugar contingent (or cartel), therefore, the prohibition 
of Rayonnirung and the maintenance of free competition in the 
purchase of beets seems to be the only desirable course. A 
doubt may well exist, however, as to whether the prohibition of 
Rayonnirung is a fair equivalent for the contingent. The pre- 
existing law (which is still in force) made such agreements be- 
tween the manufacturers without legal effect, and whether the 
present law goes beyond this sufficiently to make them impossible 
is in the highest degree doubtful. Such agreements can still be 
made as before on the basis of commercial faith and credit, and 
they become offensive to the penal provisions of the bill only 
where extraordinary means are employed, such as intimidation, 
boycott, etc., in connection with them. This also was decreed in 
the pre-existing penal code. 1 The possibilities offered by this pre- 
existing law for the restraint of cartels have been realized only in 
the last few years. Menzel's views presented to the Verein fiir 
Socialpolitik in 1894 were regarded as a novelty in the interpretation 
of the statutes, and even after the courts had taken the same 
grounds, in subsequent adjudications, their correctness, as a mat- 
ter of legal science, was disputed. 2 On this ground an unambig- 
uous declaration of the law is of undoubted value. The govern- 
ment went perhaps as far as it could under existing conditions, but 
judging from past experience, great hopes cannot be encouraged 
of its practical effectiveness. The solid and promising part of the 
law appears rather in the rules respecting contracts (§§ 6, 7). 

1 Menzel, cit. sup., p. 19. 

a Cj. Hitchmann; Cartelle vor Gerichte, Handels-Museum, November 16, 
1899; Urban; Industrie und Landwirtschaftsrath. Bericht des Referent ent- 
haltend Vorschl'ge fiir eine gesetzliche Regelung des Kartellwesens in Oester- 
reich. Erstattet in der Sitzung des Kartellcomites am 19. Janner, 1901, p. 23. 
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By sweeping away a lot of these abuses, which afforded indi- 
rectly many opportunities for the exploitation of the growers, the 
government will not only better their situation, but will also ef- 
fectually concentrate the whole contest between them and the 
manufacturers on the question of prices. Exploitation of the 
grower evidently existed to some extent under the cartel, but 
was limited by potential competition; under the contingent it 
seems a still more dangerous possibility, provided, of course, the 
government goes no further in the matter. But here the manu- 
facturers have to take account of the fact that the whole business 
will be under close supervision of the government. If the grow- 
ers could combine against the manufacturers, they would not 
need to fear either the cartel or the contingent, but this they 
have not been able to do as yet, and it is made more difficult 
for them to do it now by the Rayonnirung bill. Though com- 
bination on the basis of commercial faith and credit stands open 
to them, as well as to the manufacturers, the situation is by no 
means the same, because the growers are to a large extent peas- 
ants, that is to say, numerous and ignorant, and practically 
incapable of such combination. The prohibition of boycotting, 
touching which the views of the Austrian courts seem heretofore 
to have been somewhat uncertain, deprives them of perhaps 
their only effective (however improper) means of industrial war- 
fare. It is easy to oppose to these criticisms that the permission 
given to the growers to establish factories of their own solves 
the whole difficulty. Possibly it is a way out for the large growers, 
but even here it is quite doubtful. For the small growers — the 
peasants — the permission seems to be of little or no value. 
They may well prefer to be exploited by a manufacturer than 
to undertake a speculative enterprise for which they are not fitted, 
and which would be likely to cost them much more. 

Francis Walker. 

Cambridge, Mass. 

Supplementary Note. — Since the above article was written (April, 
1903), certain important events have occurred which have considerably 
altered the sugar situation. The wide-spread view that the law regu- 
lating the individual production of sugar was not in harmony with the 
Brussels Convention received confirmation through the decision of the 
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Commission established by the treaty (June 20, 1903). Of all the 
delegates only those from Germany supported the Austrians in their 
claim that it was consistent with the treaty. It seems to have been 
intimated, however, in responsible quarters that such a condemnation 
would not follow in the case of a private cartel. 1 The Austrian Gov- 
ernment was therefore practically forced to abolish that part of the 
law, i.e., the law concerning the regulation of the individual distribu- 
tion of the contingent. This was done on August 4, 1903, by Imperial 
Ordinance. 2 A similar measure for the regulation of the individual 
quotas in the Hungarian parliament had not passed the final stages 
of legislation when the decision of the Brussels Commission was an- 
nounced, and the Hungarian sugar export, therefore, had not been 
discriminated against in the world markets. The present situation 
is rather chaotic, especially as the law fixing the quotas of inland 
consumption for the chief divisions of the monarchy is still in force, 
while the provisions for its adequate execution are wanting. The 
present relations between Austria and Hungary do not seem to be 
favorable to a prompt settlement. The producers themselves, how- 
ever, seem determined to continue or reorganize their cartels and 
thus to prevent a return to conditions of unrestricted production. 
Many predicted, both in Germany and Austria, that under the low duty 
provided in the Brussels treaty, cartels would be impossible, unless 
supported by the authority of the state. Nevertheless they have been 
continued or re-established in Austria, Hungary, and Germany.* The 
Austrian cartel includes refiners only, as they have not been able to 
come to an agreement with the raw-sugar interests. In August it 
comprised only four-fifths of the refiners, but since then the importance 
of the outsiders has been greatly diminished by new adhesions. 4 The 
press reports a meeting of cartel representatives of various beet-sugar 
producing countries at Brussels, July 6 and 7, 1903, which considered 
the question of regulating the export internationally. 5 

The bill prohibiting the formation of sugar-beet rayons has met 
lively opposition from the manufacturing interests. The Verein fur 
Zuckerindustrie in Bohemia, in a meeting at Prag on June 27, made 

1 Cj. Kartell-Rundschau, July 12, 1903, p. 736. 

2 Cf. Kartell-Rundschau, August 12, 1903, pp. 813-14. 

3 Kartell-Rundschau, August 28, 1903, p. 857; September 28, p. 913; October 12, 
p. 970. 

4 Kartell-Rundschau, August 28, p. 857; September 12, p. 893, 1903. 

5 Berliner Tageblatt, July 9, 1903; Kartell-Rundschau, July 12, 1903, p. 737; 
and July 28, p. 785. 
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a protest against its passage as an insult to the raw-sugar manufac- 
turers, and as particularly uncalled for, since the abrogation of the 
contingent was expected. 1 It remains to be seen whether the govern- 
ment will procure its passage in the coming legislative session. 

F. W. 

Boston, Mass. 

1 Karlell-Rundschau, July 12, 1903, p. 737. 



